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ϭ7KHSUDJPDWLFXVHRIYRFDWLYHVLQSULYDWHRQHWRRQHGLJLWDO
FRPPXQLFDWLRQ
(VWKHU$VSUH\ DQG&DUROLQH7DJJ
%LUPLQJKDP&LW\8QLYHUVLW\ _ 2SHQ8QLYHUVLW\
7KLVDUWLFOHH[DPLQHVDFRUSXVRISULYDWHWH[WPHVVDJHVFROOHFWHGLQ%LUPLQJKDPDQG
VXUURXQGLQJWRZQVLQ:HORRNVSHFLILFDOO\DWSUDJPDWLFUROHVSOD\HGE\WKHYRFDWLYHVZH
ILQGLQWKHFRUSXV6LQFHWH[WPHVVDJHVDUHVHQWWRWDUJHWHGUHFLSLHQWVYRFDWLYHVDUHVWUXFWXUDOO\
UHGXQGDQWDQGZHUHYLHZOLWHUDWXUHFRQFHUQLQJYRFDWLYHVLQVSRNHQDQGZULWWHQGDWDWRILUVWVHH
ZKDWFDWHJRULHVRWKHUVKDYHSURSRVHGIRUWKHVHIXQFWLRQV:HWKHQFKDOOHQJHVRPHRIWKHVH
FDWHJRULVDWLRQVLGHQWLI\LQJDQHZFDWHJRU\RIµIRFXVHU¶ZKLFKZHDUJXHLVDNLQWRDVXPPRQVLQ
VSRNHQODQJXDJH:HDOVRH[DPLQHWKHSUDJPDWLFYDOXHRIYRFDWLYHVLQSHUIRUPLQJLGHQWLW\ZRUN
IRUERWKVHQGHUDQGUHFHLYHU:HILQLVKE\ORRNLQJDWJHQGHUHGSHUIRUPDQFHRILGHQWLW\DVDFDVH
VWXG\LQRXUFRUSXVRIKRZWH[WSURGXFHUVFRQVWUXFWWKHPVHOYHVDQGRWKHUV
.H\ZRUGV 9RFDWLYHVSUDJPDWLFIXQFWLRQWH[WPHVVDJLQJJHQGHULGHQWLW\FDWHJRULVDWLRQ
 ,QWURGXFWLRQ
7KLV DUWLFOH H[SORUHV KRZ DQG ZK\ YRFDWLYHV DUH XVHG LQ SULYDWH RQHWRRQH GLJLWDO
FRPPXQLFDWLRQ9RFDWLYHV± DGGUHVVWHUPVZKLFKUHIHUGLUHFWO\WRWKHDGGUHVVHHRIDQXWWHUDQFH
0F&DUWK\DQG2¶.HHIIH± DUHVWUXFWXUDOO\UHGXQGDQWLQWKHLUVXPPRQLQJDQGWXUQ
WDNLQJIXQFWLRQVLQWKLVFRQWH[W$WWKHVDPHWLPHWKHLQWHUSHUVRQDOIXQFWLRQVRIYRFDWLYHVPHDQ
WKDW WKH\ PD\ EH DQ LPSRUWDQW UHVRXUFH IRU FUHDWLQJ DQG VXVWDLQLQJ LQWLPDWH UHODWLRQVKLSV
WKURXJKGLJLWDOFRPPXQLFDWLRQ7KHFRUSXVRIPRELOHPHVVDJHVXVHGLQWKLVVWXG\ZDVFROOHFWHG
LQDQGDURXQG%LUPLQJKDPDVSDUWRID ODUJHU UHVHDUFKSURMHFW0HVVDJLQJ LQ WKH0LGODQGV
ZKLFKDLPHG WRH[SORUH WKHGLYHUVLW\RI OLQJXLVWLF UHVRXUFHVH[SORLWHG LQPRELOHPHVVDJLQJ
2XUDQDO\VLV UHYHDOVD UDQJHRIYRFDWLYHIRUPVZKLFKDUHHPSOR\HGDFURVVDJHJHQGHUDQG
ODQJXDJHEDFNJURXQG FDWHJRULHV IRU YDULRXV LQWHUSHUVRQDO IXQFWLRQV LQFOXGLQJ JUHHWLQJ DQG
WKDQNLQJ DV ZHOO DV PLWLJDWLQJ DQG EDGLQDJH 0RELOH PHVVDJLQJ LV D VKRUW IRUP RI
FRPPXQLFDWLRQZLWKH[SUHVVLYHFRQVWUDLQWVDQGDVZHVKDOODUJXHWH[WHUVFDQXVHUHVRXUFHV
OLNHHPRWLFRQVHPRMLVDGYHUELDOVDQGYRFDWLYHVWREXLOGLGHQWLWLHVIRUWKHPVHOYHVDQGDVVLJQ
LGHQWLWLHVWRRWKHUV
Ϯ7KHVWXG\PDNHV WKUHH FRQWULEXWLRQV WRRXUXQGHUVWDQGLQJRIYRFDWLYHVDQGRI LQWHUQHW
SUDJPDWLFV )LUVWO\ LQDGGLWLRQWRLQWHUSHUVRQDOIXQFWLRQV WKHVWXG\LGHQWLILHVDQHZXVHRI
YRFDWLYHVZKLFKZHFDOOµIRFXVLQJ¶DQGZKLFKVHUYHVWRSUHSDUHDQLQWHUORFXWRUIRUDPHVVDJH
E\ GUDZLQJ WKHLU DWWHQWLRQ WR LW DQGPLWLJDWLQJ WKH GHPDQGV EHLQJPDGH7KLV IXQFWLRQ KDV
SDUDOOHOVZLWKWKHµVXPPRQV¶IXQFWLRQLGHQWLILHGLQVSHHFKDQGWKXVFKDOOHQJHVWKHDVVXPSWLRQ
WKDW VXPPRQLQJ LVQRWDFRQFHUQ LQRQHWRRQHGLJLWDO FRPPXQLFDWLRQ6HFRQGO\ WKH VWXG\
GUDZVDWWHQWLRQWRDVRPHZKDWQHJOHFWHGIXQFWLRQRIYRFDWLYHVWKDWRILGHQWLW\SRVLWLRQLQJ:H
VKRZWKDWWKHXVHRIYRFDWLYHVIRUFUHDWLQJUDSSRUWRIWHQLQYROYHVDFWVRIVHOISUHVHQWDWLRQDQG
WKHSRVLWLRQLQJRIRWKHUVDQGWKDWYRFDWLYHVLQ(QJOLVKDUHUHODWLYHO\HDV\IRUDOOVSHDNHUV/
DQGRWKHUZLVHWRGHSOR\IRUPHDQLQJPDNLQJSXUSRVHV$OWKRXJKVKDSHGLQWKLVFRQWH[WE\WKH
GLJLWDO DIIRUGDQFHV DYDLODEOH WR LQWHUORFXWRUV WKLV ILQGLQJ KDV LPSOLFDWLRQV IRU RXU
XQGHUVWDQGLQJRIWKHIXQFWLRQRIYRFDWLYHVLQRWKHUFRQWH[WVLQFOXGLQJSROLWLFVDQGEXVLQHVV
7KLUGO\ ZH GLVFXVV WKH SRWHQWLDOO\ JHQGHUHG QDWXUH RI WKH DJJUHJDWH UHSHUWRLUH RI XVHUV¶
ODQJXDJH:HORRNFORVHO\DWWKHWH[WLQJSUDFWLFHVRIPHQDQGZRPHQDQGGLVFXVVGLIIHUHQFHV
DQGVLPLODULWLHVLQWKHODQJXDJHRXULQIRUPDQWVXVHWRVHHLIWKHUHDUHLGLROHFWDOSUDFWLFHVZKLFK
FRXOGEHVDLGWRUHIOHFWVRPHRIWKHSUDFWLFHVZKLFKKDYHEHHQORRVHO\OLQNHGWRJHQGHUFI
&DPHURQ(FNHUW+ROPHV
 9RFDWLYHVDQGVSRNHQGLVFRXUVH
5HVHDUFK LQWR WKHSUDJPDWLFVRIYRFDWLYHV KDV LQ(QJOLVKDW OHDVWEHHQVORZWRFRPHZLWK
OLQJXLVWVFRQFHQWUDWLQJLQVWHDGRQWKHVWUXFWXUDOSURSHUWLHVRIWKHFRQVWUXFWLRQ7KHGHJUHHWR
ZKLFK YRFDWLYHV DUH JUDPPDWLFDOLVHG YDULHV EHWZHHQ ODQJXDJHV EHLQJ IRU H[DPSOH D
FRQVWUXFWLRQ ZKLFK LV FDVHJRYHUQHG LQ PDQ\ ,QGR(XURSHDQ ODQJXDJHV LQFOXGLQJ ,ULVK
2¶5DKLOO\   6HUELDQ +DPPRQG  DQG
6FRWWLVK*DHOLF*LOOLHV$VWUXF$JXLOHUD  UHSRUWV WKDW(QJOLVKYRFDWLYHV FDQ
DSSHDUFODXVHLQLWLDOO\RUFODXVHILQDOO\DQGWKHUHIRUHOLNHRWKHUH[WUDVHQWHQWLDOHOHPHQWVWKH\
DUHPRELOH DQG LQV\VWHPLFIXQFWLRQDOWHUPVFDQDFWDVWKHPHV,WLVLQSDUWEHFDXVHRIWKLV
PRELOLW\ VKH DUJXHV WKDW YRFDWLYHV FDQ IXOILO YDULRXV FRPPXQLFDWLYH IXQFWLRQV LQFOXGLQJ
³DWWUDFWLQJ WKH DGGUHVVHH¶V DWWHQWLRQ RU PDLQWDLQLQJ WKH FRPPXQLFDWLRQ´ $VWUXF$JXLOHUD
  $VWKHPHVYRFDWLYHVPDUNLQIRUPDWLRQJLYHQDQGFDQWKXVVHUYHDVDIRFXVHUZKHQ
WKH\DSSHDULQLWLDOO\LQDPHVVDJH
%LEHUHWDOVKRZWKDWYRFDWLYHVFDQWDNHPDQ\IRUPV DQGJLYH WKHIROORZLQJ
H[DPSOHV
ϯHQGHDUPHQWVKRQH\GDUOLQJVZHHWLHSLHGHDU
NLQVKLSWHUPV'DGG\
IDPLOLDULVHUVJX\VGXGHEXGEUR
ILUVWQDPHIDPLOLDULVHG-RKQQ\
ILUVWQDPHIXOOIRUP-RKQ
WLWOHDQGVXUQDPH0U6PLWK
KRQRULILF6LU
QLFNQDPH6SHHG\
LPSHUVRQDOYRFDWLYHV6RPHRQHJHWWKDWSKRQHZLOO\RX
DQGHYHQHODERUDWHGQRPLQDOVWUXFWXUHVVXFKDV³WKRVHRI\RXZKRZDQWWREULQJ\RXU
SHWVDORQJ´
7KHVHIRUPVHPHUJHGIURPHPSLULFDOVWXG\RIDODUJHFRUSXVDQGILQGSDUDOOHOVZLWKFDWHJRULHV
SXWIRUZDUGODWHUE\0XUSK\DQG)DUUZKRUHFDSWKHGLVWLQFWLRQEHWZHHQHQGHDUPHQWV
DV³XVHGZLWKLQWLPDWHVFORVHIULHQGVDQGIDPLO\PHPEHUV´DQGIDPLOLDULVHUVZLWK³IULHQGVRI
HTXDO VWDWXV´7KLVGHILQLWLRQ LVSUREOHPDWLFQRWRQO\EHFDXVH LW VXJJHVWV WKDW WKHVH IRUPDO
ODEHOVWUHVSDVVRQWKHUDQJHRIWKHIXQFWLRQDOEXWEHFDXVHHYDOXDWLQJWKHQDWXUHDQGLQWLPDF\
RIDUHODWLRQVKLSLVDVXEMHFWLYHDQGWKXVDUELWUDU\PDWWHU,Q0XUSK\DQG)DUU¶VGDWDLWVHHPV
WKDWDVLQ%LEHUHWDO PDOHXVDJHRIWKHYRFDWLYHJHWVFRGHGDVIDPLOLDULVHU'LVFXVVLRQ
RIµER\¶LQ&RUNGLDORJXHFHQWUHVRQPDOHXVHDQGLVFRGHGDVIDPLOLDULVHUDQGGLVFXVVLRQRI
µJLUO¶LQZLGHU+LEHUQR(QJOLVKXVDJHLVFRGHGDVHQGHDUPHQW7KHODEHOOLQJRIIRUPVLQWKLV
ZD\DOVRQHJOHFWVFRQVLGHUDWLRQRIWKHH[WHQWWRZKLFKIRUPVVKLIWLQPHDQLQJRYHUWLPHDQG
WKH IDFW WKDW LWVPHDQLQJPD\GHSHQGRQKRZ WKHYRFDWLYH LVEHLQJXVHG LQFRQWH[W DQG WR
ZKRP.LHVOLQJ IRUH[DPSOH UHSRUWVWKHULVHRIGXGHDVDYRFDWLYHXVHGEHWZHHQ
LQWLPDWHVFRXSOHVLQUHODWLRQVKLSVLQD1RUWK$PHULFDQFRQWH[WHYHQWKRXJKKHGRHVPDNHLW
FOHDUWKDWGXGHDVDYRFDWLYHXVXDOO\VLJQDOVFRROFDPDUDGHULH $FFRUGLQJWR%LEHUHWDO 
DQDGGUHVVHHFDQSRWHQWLDOO\EHUHIHUUHGWRXVLQJDQ\RIWKHDERYH IRUPVJHQGHUDQG
DJHEHLQJWKHRQO\UHVWULFWLRQLQWKHFDVHRIWLWOHV $WWKHVDPHWLPHKRZHYHUWKH\DUJXHWKDW
FKRLFHRIYRFDWLYHIRUP³SURYLGHVDQ LQGH[RI SURMHFWHGRUDVVXPHGUHODWLRQVKLSEHWZHHQ
VSHDNHU DQG DGGUHVVHH´ %LEHU HW DO  7KLV LQGH[ LV SRVVLEOH SUHFLVHO\ EHFDXVH
YRFDWLYHFKRLFHVDUHWKHRUHWLFDOO\FRQVWUDLQHGE\VRFLDOUROHVDQGWHQRUUHODWLRQVKLSVDQGDUH
WKXV WRVRPHH[WHQW LQGH[LFDORIWKHVH
7KHUROHSOD\HGE\YRFDWLYHVLQIXOILOOLQJUHODWLRQDORULQWHUSHUVRQDOSXUSRVHVLVZLGHO\
DFFHSWHG E\UHVHDUFKHUV %URZQDQG)RUG-DZRUVNLDQG +XOWJUHQ
ϰ'UDZLQJ RQ WKHLU FRUSXV GDWD 0F&DUWK\ DQG 2¶.HHIIH   LGHQWLI\ ILYH GLVFUHWH
IXQFWLRQV DVVRFLDWHGZLWKYRFDWLYHV2IWKHVHRQO\WZR± WKHXVHRIYRFDWLYHVDVDGHYLFHWR
JDLQWKHDWWHQWLRQRIDVSHDNHUµVXPPRQ¶DQGWRFRQWUROWXUQWDNLQJµWXUQ¶± UHODWHSULPDULO\
WRDGGUHVVLYLW\7KHRWKHUWKUHHIXQFWLRQV± EDGLQDJHPLWLJDWLQJWKUHDWVWRIDFHDQGUHODWLRQDO
WDON ± KLJKOLJKW WKH LQWHUSHUVRQDO IXQFWLRQ RI YRFDWLYHV ,Q HDFK FDVH WKH YRFDWLYHV GR QRW
QHFHVVDULO\FDUU\RXWWKHDVFULEHGIXQFWLRQEXWDUHUDWKHUVHHQWRRFFXU ZLWKLQWKHFRQWH[WRI
WKHVHIXQFWLRQV0F&DUWK\DQG2¶.HHIIH7KHUROHWKDWYRFDWLYHVSOD\LQUHODWLRQDO
ZRUNLVVWULNLQJO\LOOXVWUDWHGE\+XOWJUHQ¶VVWXG\ZKLFKH[SORUHVWKHLURYHUXVHE\FDOO
FHQWUHRSHUDWRUVZKRXVHWKHPDVWLPHHIILFLHQWVWUDWHJLHVIRUFUHDWLQJ UDSSRUWZLWKFXVWRPHUV
DQG LQ -DZRUVNLDQG ¶V DQDO\VLVRIKRZSRZHU UHODWLRQVDUHQHJRWLDWHGE\
SROLWLFLDQVWKURXJKWKHLUVHOHFWLRQRIDGGUHVVWHUPV
/HVV IRUHJURXQGHGDFURVV WKH OLWHUDWXUH LV WKH UROH WKDWYRFDWLYHVPD\SOD\QRWRQO\ LQ
SURMHFWLQJ DQ DVVXPHG UHODWLRQVKLS EXW LQ SHUIRUPLQJ VRFLDO LGHQWLW\ DQG LQ GLVFXUVLYHO\
SRVLWLRQLQJWKHSHRSOHLQYROYHGLQWKHLQWHUDFWLRQ7KHFRQFHSWRISRVLWLRQLQJ± SXWIRUZDUGDV
DZD\RIXQGHUVWDQGLQJLGHQWLW\SHUIRUPDQFHE\+DUUpDQGFROOHDJXHV LQWKHV'DYLHVDQG
+DUUp  +DUUp DQG /DQJHQKRYH  ± KROGV WKDW UDWKHU WKDQ PRYLQJ EHWZHHQ
SUHGHWHUPLQHG UROHV LQWHUORFXWRUV FRQVWDQWO\ UHSRVLWLRQ WKHPVHOYHV DQG RWKHUV DV DQ
LQWHUDFWLRQ XQIROGV LQ OLQH ZLWK ZLGHU EHOLHIV SDVW H[SHULHQFHV DQG DZDUHQHVV RI VRFLDO
FRQYHQWLRQV7KLV LQWHUDFWLRQDORUGLVFXUVLYHSURFHVV WDNHVSODFH WKURXJK WKHXVHRIYDULRXV
OLQJXLVWLFDQGFRPPXQLFDWLYHUHVRXUFHVLQFOXGLQJWKHXVHRIYRFDWLYHV7KHYRFDWLYHLQ(QJOLVK
LVHDVLO\GHSOR\HGIRUSRVLWLRQLQJZRUN
$OWKRXJKQRWIRUHJURXQGHGDQXPEHURIVWXGLHVSRLQWWRWKHUROHWKDWYRFDWLYHVFDQSOD\
LQLGHQWLW\SRVLWLRQLQJ.LHVOLQJ¶VDQDO\VLVRIWKHYRFDWLYHGXGHLQZKLFKKHFKDUWVLWV
VKLIWIURPDQDGGUHVVWHUPXVHGEHWZHHQ\RXQJPHQWRPRUHJHQHUDODGGUHVVVKRZVKRZWKH
ZRUGKDVFRPHWRLQGH[DSDUWLFXODUVWDQFHFKDUDFWHULVHGE\ZKDWKHWHUPV³FRROVROLGDULW\´
QRQFKDODQFH DQG QRQFRQIRUPLW\ ,QWHUHVWLQJO\ KRZHYHU WKH XVH RI GXGH DV DQ LGHQWLW\
UHVRXUFHDSSHDUVWRUXQDORQJVLGHLWVVKLIWIURPJHQHUDODGGUHVVWHUPWRGLVFRXUVHPDUNHUWKDW
PD\KDYHQRDGGUHVVHH,QDQRWKHUH[DPSOH$[HOVVRQFRQVLGHUVWKHSUDJPDWLFUROHRI
YRFDWLYHVLQLQWHUFXOWXUDOFRPPXQLFDWLRQUHSRUWLQJRQXVHRIYRFDWLYHVLQDPXOWLFXOWXUDOJURXS
WDVNDWDODUJH$PHULFDQXQLYHUVLW\+HUIRFXVLVRQWKHYRFDWLYHVXVHGWRDGGUHVV+LGHNLD
-DSDQHVH/H[FKDQJHVWXGHQWE\RWKHUPHPEHUVRIWKHJURXSKHLVZRUNLQJZLWK$OWKRXJK
KHZLVKHGWRFRQWULEXWHIXOO\WRWKHSURMHFWDQGRQDQHTXDOOHYHOZLWKKLV(QJOLVKVSHDNLQJ
JURXSPHPEHUVWKHXVHRIYRFDWLYHVE\RWKHUVLQWKHJURXSVXJJHVWHGWKDWWKH\ZHUHWU\LQJDW
WLPHVWRVXERUGLQDWHKLPZKLOVWEROVWHULQJWKHLURZQSRVLWLRQVZLWKLQWKHJURXS,QRWKHUZRUGV
ϱYRFDWLYHVZHUHXVHGERWKWRSRVLWLRQ+LGHNLLQDSDUWLFXODUZD\DQGWRLQGH[WKHVSHDNHUV¶RZQ
VRFLDOUROHVDVJURXSOHDGHUV2WKHUVWXGLHVUHSRUWDVLPLODUXVHRIYRFDWLYHVWRLQGH[RQH¶VRZQ
VWDWXVDQGWRSRVLWLRQRWKHUVZKLOVWFUHDWLQJUDSSRUWLQFOXGLQJ6NRYKROW¶VVWXG\RID
YLUWXDOWHDPZKRVHOHDGHUDGGUHVVHGKHUWHDPXVLQJFUHDWLYHQLFNQDPHVDVLQ³+LDOOOHWWHU
HQWKXVLDVWV´DQG³+L$JHQGDHVH´+HUXVHRIWKHVHYRFDWLYHVZDVSDUWRIKHUDWWHPSWWRHVWDEOLVK
KHULGHQWLW\DVDSDUWLFXODUNLQGRIOHDGHU$VZHOODVVLJQDOOLQJVROLGDULW\DQGJURXSEHORQJLQJ
VKH DOVR ³FUHDWHV D FDWHJRU\ WKDW VHUYHV WR FKDUDFWHUL]H LQFOXGH DQG HYHQ FRPSOLPHQW WKH
UHFHLYHUV´6NRYKROW0HDQZKLOHDVWXG\E\-DZRUVNLDQG 
VKRZV KRZ XVH RI ³PDUNHG´ YRFDWLYHV LQ 3ROLVK SROLWLFDO GHEDWH FDQ EH XVHG WR SRVLWLRQ
RSSRQHQWVDQGDOVROHDGWRMXGJHPHQWVDERXWWKHVSHDNHU,QWKHFRQWH[WRIDWZRSHUVRQGHEDWH
WKHDXWKRUVDUJXHYRFDWLYHVDUHUHGXQGDQWLQWHUPVRIWKHLUUROHLQWXUQRUJDQLVDWLRQ,QVWHDG
LQWKLVFRQWH[WWKH\DUHXVHGWREXLOGSRVLWLYHVHOILPDJH DQGOHJLWLPLVHSROLWLFDOSRVLWLRQV
7KH LPSRUWDQFH RI YRFDWLYH XVH IRU LGHQWLW\ FODLPV LQ SROLWLFDO FRQWH[WV LV VLPLODUO\
KLJKOLJKWHGE\QHZVUHSRUWVRIYHUEDOVSDUULQJLQWKH1RUWKHUQ,UHODQG$VVHPEO\ 0F$GDP
 7KH 'HPRFUDWLF 8QLRQLVW 0/$ >0HPEHU RI WKH /HJLVODWLYH $VVHPEO\@ SROLWLFLDQ
*UHJRU\&DPSEHOOZDV UHSULPDQGHG IRU UHSO\LQJ WRD6LQQ)pLQ0/$LQ³0RFN ,ULVK´ FI
0RFN6SDQLVK+LOO+HSDURGLHGWKHIRUPXODLFUHVSRQVHJLYHQWRWKH6SHDNHUE\
6LQQ )pLQ 0/$V µ*R UDLEK PDLWK DJDW D 3KUtRPK/HDV &HDQQ &RPKDLUOH¶ 7KDQN \RX
6SHDNHU E\ UHQGHULQJ LW DV ³FXUU\ P\ \RJKXUW FDQ FRFD FRDO\HU´ 7KLV FKDQJLQJ RI WKH
XWWHUDQFH WRFORVHO\UHVHPEOHDPHQXRUGHUSOD\VZLWKPHDQLQJDQGFRQWH[W WRVXFFHVVIXOO\
ULGLFXOHWKH6LQQ)pLQ0/$V¶LGHQWLW\ E\SUR[\DWWDFNLQJWKHODQJXDJHWKH\FKRRVH WRXVH
 9RFDWLYHVDQGGLJLWDOFRPPXQLFDWLRQ
$ NH\ DUJXPHQW LQ WKH OLWHUDWXUH UHJDUGV WKH QHHG WR H[SORUH YRFDWLYHV LQ FRQWH[W DQG WR
DFNQRZOHGJHWKHIDFWWKDWWKHLUSUDJPDWLFXVHDQGVRFLDOIXQFWLRQZLOOEHLQIOXHQFHGE\YDULRXV
VLWXDWLRQDOYDULDEOHV %URZQDQG)RUGIRUH[DPSOHWKHRYHUXVHRIILUVWQDPHVUHSRUWHG
E\+XOWJUHQZDVPRWLYDWHGE\FRQWH[WXDOFRQVWUDLQWVQDPHO\WKHUHTXLUHPHQWIRUFDOO
FHQWUHRSHUDWRUVWRSHUIRUPLQWHUSHUVRQDOZRUNZKLOVWFRPSOHWLQJFDOOVTXLFNO\ /LWWOHKDVEHHQ
ZULWWHQ DERXW WKH XVHV DQG IXQFWLRQV RI YRFDWLYHV LQ WKH FRQWH[W RI GLJLWDOO\ PHGLDWHG
FRPPXQLFDWLRQ+RZHYHU WKH\ UHFHLYH VRPHPHQWLRQ LQ VWXGLHVH[SORULQJDGGUHVVLYLW\DQG
DXGLHQFHGHVLJQRQVRFLDO PHGLD)UREHQLXV7DJJDQG6HDUJHDQW,QPXOWLSDUW\
SXEOLFRQOLQHFRQWH[WVYRFDWLYHVFDQVHUYHDVRQHOLQJXLVWLFVWUDWHJ\RUUHVRXUFHDYDLODEOHWR
XVHUV LQ WDUJHWLQJ DQG DGGUHVVLQJ FHUWDLQ LQGLYLGXDOV DQG H[FOXGLQJ RWKHUV 'UDZLQJ RQ
ϲ*RIIPDQ DQGRQ%HOO¶VµDXGLHQFHGHVLJQ¶IUDPHZRUNLQWKHLUVWXG\RI)DFHERRN
QHZVIHHGV IRUH[DPSOH7DJJDQG6HDUJHDQW  ILQG WKDWXVHUVH[SORLWHGYRFDWLYHVDQG
SRVW DQG SKRWRWDJJLQJ DV H[SOLFLW DGGUHVVLYLW\ VWUDWHJLHV DORQJVLGH D UDQJH RI RWKHUPRUH
LPSOLFLWPHDQVLQFOXGLQJODQJXDJHGLDOHFWDQGVFULSWFKRLFHGLYLGLQJPHVVDJHVLQWRVHSDUDWH
SRVWVDQGYDJXHODQJXDJHDQGFRQWH[WXDOLVHGUHIHUHQFHV7KHLPSRUWDQFHRIDGGUHVVLYLW\WR
SXEOLFPXOWLSDUW\FRQWH[WVFDQEHHYLGHQFHGE\WKHGHYHORSPHQWRI#ZKLFKHPHUJHGIURP
XVHUSUDFWLFHVRQ7ZLWWHU=DSSDYLJQD
7KHVLJQLILFDQFHRIYRFDWLYHVDVDQDGGUHVVLYLW\ VWUDWHJ\ LQ VXFKFRQWH[WV OLHV WR VRPH
H[WHQW LQ WKH ODUJH GLYHUVH DQG LQYLVLEOH DXGLHQFHV IDFHG E\ XVHUV RQ VRFLDO QHWZRUN VLWHV
FKDUDFWHULVHGE\µFRQWH[WFROODSVH¶ER\GDQG0DUZLFN± WKDWLVZKHUHSHRSOHDXVHU
NQRZVIURPYDULRXVRIIOLQHFRQWH[WVIULHQGVFROOHDJXHVSDUHQWVDFTXDLQWDQFHVDUHEURXJKW
WRJHWKHU LQWRRQHRQOLQHVSDFH8VHUVFDQQRWNQRZH[DFWO\ZKRIURPDPRQJVW WKHLU)ULHQGV
ZLOO QRWLFH WKHLU SRVWV DQG VR DGGUHVVLYLW\ VWUDWHJLHV DUH LPSRUWDQW LQ GUDZLQJ SDUWLFXODU
SHRSOH¶VDWWHQWLRQDQGDOVRLQGLFDWLQJZKRDSRVWLVQRWLQWHQGHGIRU7KLVLVDSURFHVVZKLFK
0DUZLFNDQGER\GFDOOµVRFLDOVWHJDQRJUDSK\¶RUKLGLQJLQSODLQVLJKWDQ\RQHFDQUHDG
WKHSRVWEXWRQO\DWDUJHWHGIHZPD\DFFHVVLWVIXOOPHDQLQJ,QVXFKFRQWH[WVYRFDWLYHVVHUYH
DNLQGRIVXPPRQLQJIXQFWLRQ± LQGLFDWLQJWKHLQWHQGHGDGGUHVVHHJLYHQWKHSRWHQWLDOO\ODUJH
DQG GLYHUVHDXGLHQFHIRUHDFKSRVW7KLVLVQRWDIXQFWLRQWKDWZRXOGDSSHDUWREHUHOHYDQWWR
SULYDWHRQHWRRQHRQOLQHFRPPXQLFDWLRQ
7KHSRWHQWLDOVLJQLILFDQFHRIYRFDWLYHVLQVRFLDOPHGLDFDQDOVREHH[SODLQHGE\RQOLQH
XVHUV¶UHOLDQFHRQWH[WEDVHGFXHV,QIDFHWRIDFHFRQYHUVDWLRQVVSHDNHUVFDQDVVLJQDXGLHQFH
UROHV XVLQJ UHVRXUFHV LQFOXGLQJ ³SK\VLFDO DUUDQJHPHQW FRQYHUVDWLRQDO KLVWRU\ JHVWXUHV
PDQQHURIVSHDNLQJDQGOLQJXLVWLFFRQWHQW´ &ODUNDQG&DUOVRQ PDQ\RIZKLFKDUH
QRWDYDLODEOHLQPRVWYLUWXDOFRPPXQLFDWLRQ$V*HRUJDNRSRXORXSRLQWVRXWLQKHUVWXG\
RI HPDLO JLYHQ WKH XVXDO ODFN RI SDUDOLQJXLVWLF FXHV DVVRFLDWHG ZLWK IDFHWRIDFH VSRNHQ
FRQYHUVDWLRQWH[WXDOFXHVVXFKDVYRFDWLYHVKDYHWRWDNHRQWKHEXUGHQRISUDJPDWLFZRUN
DQG DUHWKHUHIRUHOLNHO\WREHVLJQLILFDQWLQVRFLDOPHDQLQJPDNLQJ
 $IIRUGDQFHVDQGFRQVWUDLQWVRIGLJLWDOFRPPXQLFDWLRQDQGWKHPRELOHSKRQH
$OWKRXJK WKH UHVHDUFK OLWHUDWXUH IRFXVHV RYHUZKHOPLQJO\ RQ 606 LQLWLDO UHVHDUFK LQWR WKH
PHVVDJLQJ DSS :KDWV$SS VXJJHVWV WKDW XVHUV SHUFHLYH LW DV PRUH FRQYHUVDWLRQDO DQG
LPPHGLDWH7KLVLVGXHLQSDUWWRLWVDIIRUGDQFHVHJ WKDWLQIRUPDWLRQLVSURYLGHGDVWRZKHWKHU
ϳDQLQWHUORFXWRUKDVVHHQ\RXUPHVVDJH ZKLFKDVZHOODVSHUFHSWLRQVRIFRVWHQFRXUDJHXVHUV
WR SURGXFH TXLFNHU VKRUWHU WXUQV &KXUFK DQG GH 2OLYHLUD  8VH RI:KDWV$SS OLNH
)DFHERRN0HVVHQJHUUHOLHVRQDXVHUKDYLQJDURDPLQJLQWHUQHWFRQQHFWLRQZKLFKLW LVQRW
FOHDUWKDWDOOXVHUV LQWHUYLHZHG LQWKHSUHVHQWVWXG\GLG,WLVKRZHYHUFOHDUWKDWWKHPXOWLPHGLD
DIIRUGDQFHV RI:KDWV$SS DUH JUHDWHU WKDQ WUDGLWLRQDO 606 DOORZV 8QOLNH ERWK )DFHERRN
0HVVHQJHUDQG606:KDWV$SS DOORZVXVHUVWRVHDUFKIRUWRSLFDOPHPHMSHJVYLDXVHRIWKH
SOXJLQ*LSK\:ROODVWRQDQGWKLVPD\DGGWRWKHOXGLFSRVVLELOLWLHVDQGFRPPXQLFDWLYH
RSSRUWXQLWLHVIRU:KDWV$SSXVHUVVLQFHWKHODWWHURIIHUVPRUHWRSLFDOSRVVLELOLWLHVIRULPDJHV
)LQDOO\ ERWK)DFHERRN0HVVHQJHU DQG:KDWV$SSDOORZ IRU JURXSFRPPXQLFDWLRQEXW WKH
QDWXUHRIRXUVWXG\PHDQWWKDWSDUWLFLSDQWVUDUHO\VHOHFWHGPHVVDJHVIURPODUJHUJURXSPHVVDJHV
WRVKRZWRXVDQGVRWKLVDIIRUGDQFHFDQQRWEHLQYHVWLJDWHGIXUWKHUKHUH
,QFRQWUDVWWRVHPLSXEOLFVLWHVOLNH)DFHERRNYRFDWLYHVZRXOGVHHPWREHUHGXQGDQWLQ
WKHLUVXPPRQLQJRUWXUQWDNLQJIXQFWLRQVLQSULYDWHH[FKDQJHVYLD606RUDQ\RIWKHPRELOH
PHVVDJLQJDSSVGLVFXVVHGDERYHZKLFKZHUHIHUWRFROOHFWLYHO\DVµPRELOHPHVVDJLQJ¶:LWK
IHZ H[FHSWLRQVH[SODLQHGLQWKHPHWKRGVVHFWLRQEHORZWKHPHVVDJHVZHFROOHFWHGZHUHVHQW
IURPRQHSHUVRQWRRQHRWKHUSHUVRQ± ZKDW+HUULQJFDOOVDµRQHWRRQH¶SDUWLFLSDWLRQ
VWUXFWXUH,QWKLVFRQWH[WWKHDUULYDORIWKHPHVVDJHLWVHOIDFFRPSDQLHGLQVRPHFDVHVE\DQ
DOHUWDFWVDVWKHµVXPPRQV¶LQPXFKWKHVDPHZD\DVDWHOHSKRQHULQJ6FKHJORII
DQGWKHPHVVDJHLWVHOIXVXDOO\SURYLGHVLQIRUPDWLRQDERXWWKHVHQGHU7KHVH FRQWH[WXDO IDFWRUV
ZRXOGVHHPWRLQWHUVHFW ZLWKRWKHUVWRFUHDWHDVLWXDWLRQLQZKLFKYRFDWLYHVDUHXVHGQRWIRU
DGGUHVVLYLW\SXUSRVHVEXWDVDQLQWHUSHUVRQDOVWUDWHJ\IRUPDLQWDLQLQJUHODWLRQVKLSVDQGDVDQ
LPSRUWDQWUHVRXUFHLQSURFHVVHVRILGHQWLILFDWLRQ
0HVVDJLQJDSSVPDNHSRVVLEOH WKHLPPHGLDWHV\QFKURQRXVH[FKDQJHRIPHVVDJHVYLDWKH
SULYDWHVSDFHRIDQLQGLYLGXDO¶VPRELOHSKRQHDQGDUHWKHUHIRUHRIWHQ H[SORLWHGIRUSHUVRQDO
FRPPXQLFDWLRQEHWZHHQSHRSOHZKRNQRZHDFKRWKHUZHOO.DW]DQG$DNKXV0DGLDQRX
DQG0LOOHU'HVSLWH WKH H[SHFWDWLRQ LQ VRPHFRQWH[WV IRU LPPHGLDWH UHSOLHV /DXUVHQ
PHVVDJHVDUHJHQHUDOO\VHHQDVOHVVLQWUXVLYHWKDQSKRQHFDOOV'DULFVDQGWKH\
DUH SUHIHUUHG E\ XVHUV IRU WKHLU SULYDF\ 5HWWLH  0HVVDJLQJ DOVR IDFLOLWDWHV FRQVWDQW
FRPPXQLFDWLRQZLWKIDPLOLHVDQGIULHQGVRIWHQSHUIRUPLQJIUHTXHQWµFKHFNLQV¶GXULQJWKHGD\
5DLQLH DQG :HOOPDQ  :KHUH PRELOH PHVVDJLQJ LV XVHG DV DQ RQJRLQJ FKDQQHO RI
FRPPXQLFDWLRQWKHUHLVQRQHHGWRVWDUWDQGRSHQFRQYHUVDWLRQVLQWKHZD\WKDWWHOHSKRQHRU
IDFHWRIDFHFRQYHUVDWLRQVUHTXLUH RIWHQDV6DFNVDQG6FKHJORII  GHWDLOQHFHVVLWDWLQJ
ORQJRSHQLQJDQGFORVLQJVHTXHQFHV
ϴ*LYHQWKHYLUWXDOQDWXUHRIGLJLWDOLQWHUDFWLRQVLQWHUORFXWRUVPXVWGUDZRQOLQJXLVWLFDQG
GLVFXUVLYHVWUDWHJLHVWRFRFRQVWUXFWDVKDUHGFRPPXQLFDWLYHVSDFH/\RQV7KLVPHDQV
WKDWLQWLPDF\LVUHIOHFWHGLQDQGDOVRFUHDWHGE\ DSDUWLFXODUXVHRIODQJXDJHFKDUDFWHULVHGE\
DKLJKIUHTXHQF\RIQRQVWDQGDUGVSHOOLQJVDQG LQJURXSDFURQ\PVDVZHOODVDKLJKXVHRI
SURQRXQV± SDUWLFXODUO\WKHVHFRQGSHUVRQSURQRXQ\RX ± YDJXHODQJXDJHHPRWLFRQVNLVVHV
DQG IRUPXODLF H[SUHVVLRQV VXFK DV F X ODWHU DQG KDYH D JRRG WLPH 7DJJ  2QOLQH
LQWHUDFWDQWV PXVW DOVR FRQVWUXFW VRFLDO LGHQWLWLHV WKURXJK JUDSKRORJLFDO PHDQV ± LQ ER\G¶V
ZRUGVWRZULWHWKHPVHOYHVLQWREHLQJ2QOLQHSURFHVVHVRIGLVLGHQWLILFDWLRQKDYHPRUH
UHFHQWO\EHHQSRUWUD\HGDVFRPSOH[UHIOHFWLRQVRUH[WHQVLRQVRISHRSOH¶VZLGHULGHQWLW\SURMHFWV
/HSSlQHQHWDO /HSSlQHQ:HVWLQHQDQG.\W|Ol 
,QWHUHVWLQJO\ KRZHYHU WKH QHHG IRU JUDSKRORJLFDOPDUNHUV WR FDUU\ D ODUJH EXUGHQ RI
UHODWLRQDO DQG LGHQWLILFDWLRQZRUN SRWHQWLDOO\ FRQIOLFWVZLWK WKH FRPPXQLFDWLYH GHPDQG IRU
EUHYLW\ZKLFK DULVHV QRW RQO\ IURP WKH SK\VLFDO FRQVWUDLQWV RI WKHPHGLXPEXW DOVR VRFLDO
H[SHFWDWLRQV DURXQG SURPSW UHSOLHV 7KXUORZ DQG %URZQ  7KH QHHG IRU EUHYLW\
HQFRXUDJHVWKHXVHRIDEEUHYLDWLRQVZKLFKKDYHVXEVHTXHQWO\WDNHQRQVRFLDOPHDQLQJDVZHOO
DVWKHXVHRIRWKHUµVKRUWFXWV¶WRDFKLHYLQJLQWLPDF\LQFOXGLQJPHWRQ\PV/LWWOHPRUHDQG7DJJ
DQGHPRML'DQHVLERWKRIZKLFKFRQVWLWXWHVSDFHVDYLQJVWUDWHJLHVLQIXOILOOLQJ
LQWHUSHUVRQDO IXQFWLRQV2QHIHDWXUH WKDWKDVQRWEHHQH[SORUHG LQDQ\GHSWK LQ WKHH[LVWLQJ
OLWHUDWXUHLVYRFDWLYHVSHUKDSVLQSDUWEHFDXVHRIHWKLFDOLVVXHVDQGDQRQ\PL]DWLRQ SUDFWLFHV
<HWWKHUHDUHYDULRXVUHDVRQVIRUDVVXPLQJWKDWYRFDWLYHVPLJKWKDYHDSDUWLFXODUO\LPSRUWDQW
UROH WR SOD\ LQ VLJQDOOLQJ LQWLPDF\ DQG PDLQWDLQLQJ FORVH UHODWLRQVKLSV LQ GLJLWDO
FRPPXQLFDWLRQQDPHO\WKHLUHIILFLHQF\DVDQLQWHUSHUVRQDOUHVRXUFHWKHIDFWWKDWWKH\DUHDW
RQFHYHU\EULHIDVZHOODVUHODWLYHO\LQYDULDQWDQG\HWKLJKO\LQGLYLGXDOLVHG+XOWJUHQ
 &RQWH[WGDWDDQGPHWKRGV
 'HVFULSWLRQRIFRQWH[W
,QWKLVVWXG\RIWKHSUDJPDWLFVRIYRFDWLYHVZHGUDZRQPRELOHPHVVDJLQJGDWDFROOHFWHGDV
SDUW RI D VL[PRQWK SURMHFW0HVVDJLQJ LQ WKH0LGODQGV  WKDW DLPHG WR H[SORUH WKH YDULHG
ϭ ϭ 0HVVDJLQJLQWKH0LGODQGV3,$XWKRU&,$XWKRU5$V$OLFH 3RZHUV/HRQLH
%UXHJJHPDQ$VKOH\0DUYHOOIXQGHGE\WKH,QVWLWXWHIRU5HVHDUFKLQWR6XSHUGLYHUVLW\
ϵOLQJXLVWLFUHVRXUFHVDSSURSULDWHGE\LQGLYLGXDOVOLYLQJLQWKHHWKQLFDOO\ GLYHUVH:HVW0LGODQGV
RIWKH8.$QRYHUYLHZRIRXUPHWKRGVDQGILQGLQJVFDQEHIRXQGLQ7DJJDQG$VSUH\
%DVHGRQH[LVWLQJUHVHDUFKZHKDGQRWH[SHFWHGYRFDWLYHVWRIHDWXUHSURPLQHQWO\DFURVVWKH
GDWDEXWWKH\HPHUJHGDVSRWHQWLDOO\VRFLDOO\VDOLHQWGXULQJGDWDDQDO\VLV$OWKRXJKRXUGDWDVHW
LVUHODWLYHO\VPDOOLWVDGYDQWDJHOLHVLQWKHEURDGUDQJHRIFRQWULEXWRUVHQDEOLQJXVWRUHDFK
FRQFOXVLRQVWKDWUHIOHFWWKHSUDFWLFHVRI:HVW0LGODQGHUVRIGLIIHUHQWJHQGHUVDJHVODQJXDJH
EDFNJURXQGVDQG SURIHVVLRQV
5HVHDUFKZDVFRQGXFWHG LQ0DUFK6HSWHPEHU LQ WKH/LEUDU\RI%LUPLQJKDP WKH
8QLYHUVLW\RI%LUPLQJKDPDORFDOOLEUDU\LQWKHVDWHOOLWHVXEXUERI5XEHU\WRWKHVRXWKHDVWRI
%LUPLQJKDPDQGLQ:DOVDOO)(&ROOHJHLQWKHWRZQRI:DOVDOOWRWKHQRUWK5XEHU\DQG:DOVDOO
ZHUHFKRVHQDVGDWDFROOHFWLRQVLWHVDORQJVLGH%LUPLQJKDPLQDQDWWHPSWWRH[SORUHKRZWKH
HIIHFWV RI VKLIWLQJ DQG LQFUHDVLQJO\ FRPSOH[PLJUDWLRQ SDWWHUQVPLJKW VWUHWFK EH\RQG ODUJH
FLWLHVDQG LQWR WUDGLWLRQDOO\ OHVVHWKQLFDOO\GLYHUVHQHLJKERXUKRRGV%LUPLQJKDPLV LQPDQ\
UHVSHFWV DQ DFNQRZOHGJHG VLWH RI OLQJXLVWLF µVXSHUGLYHUVLW\¶ &UHHVH DQG%ODFNOHGJH 
:DOVDOODQG5XEHU\H[KLELWWKHWUDLWVFKDUDFWHULVWLFRIVXSHUGLYHUVHORFDWLRQVEXWFUXFLDOO\GR
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DQGDQLGHQWLW\ZKLFKLV\RXQJDQGXUEDQ7KHUH
DUHWZRXVHVRIWKHVHYRFDWLYHVLQWKHFRQYHUVDWLRQEHWZHHQ/2%DQG/2%DUH,JRWIDQV
EXGG\ DQG%URKH FRPLQJ WRXUFLQHPDGDWHERWKRIZKLFKZHFODVVLILHGDVEDGLQDJH VHH
)LJXUH7KLV LV EHFDXVHRI WKHQDWXUHRI WKH VXUURXQGLQJGLVFRXUVH6XFKFODVVLILFDWLRQDO
FKRLFHVKLJKOLJKWWKHYLWDOSRLQWWKDWODQJXDJHLVFRQWH[WEDVHGDQGDFFUXHVPHDQLQJWKURXJK
LWVFRWH[W
7KHYRFDWLYHVDUHFRPELQHGZLWKRWKHUFRPPXQLFDWLYHUHVRXUFHVWRFUHDWHZKDWDSSHDUV
WR EH RYHUVW\OLVHG LQIRUPDO µVWUHHW ODQJXDJH¶ $QGURXWVRSRXORV DQG 6WDHKU  
GUDZLQJ RQ 0DGVHQ  GHILQH VWUHHW ODQJXDJH DV µD SHHU UHJLVWHU ZKLFK SDUWLFLSDQWV
WKHPVHOYHVDVVRFLDWHZLWKLQGH[LFDOYDOXHVVXFKDVWRXJKQHVVPDVFXOLQLW\\RXWKSDQHWKQLF
PLQRULW\ VWUHHW FXOWXUH DQG DFDGHPLF QRQSUHVWLJH¶ ,Q WKH H[FKDQJH DQDO\VHG KHUH VWUHHW
ODQJXDJH LVFRFRQVWUXFWHGWKURXJKWKHXVHRIDEEUHYLDWLRQVFROORTXLDOUHVSHOOLQJVVODQJWHUPV
Ϯϭ
UHSHWLWLRQDQGVKRUWTXLFNILUHWXUQV7KHYRFDWLYHVGHVFULEHGDERYHSOD\DUROHLQWKHZD\WKH
WZR\RXQJPHQSRVLWLRQWKHPVHOYHVDQGHDFKRWKHU DVXVHUVRIWKLVSHHUUHJLVWHU
&RPSDUHGWRRWKHUFRQWULEXWRUVWRRXUFRUSXVWKHWZRPHQXVHDUHODWLYHO\KLJKQXPEHU
RIWKHDIRUHPHQWLRQHGIHDWXUHV)RUH[DPSOHEHWZHHQWKHPWKH\ XVHUHVSHOOLQJVRYHU
PHVVDJHVZKLFKLV PRUHWKDQRQHUHVSHOOLQJSHUPHVVDJHFRPSDUHGWRSHUPHVVDJHIRU
PHQJHQHUDOO\DQGSHUPHVVDJHIRUZRPHQ2IWKHVHDUHOHWWHUKRPRSKRQHVDUH
SKRQHWLFDOO\ PRWLYDWHG UHVSHOOLQJVRUFRQWUDFWLRQVDQG LQYROYHFRQVRQDQWZULWLQJ$VZH
UHSRUW HOVHZKHUH WKLV FDQ EH VHHQ DV D µPDOH¶ ZD\ RI UHVSHOOLQJ LQ WKH VHQVH WKDW WKHVH
UHVSHOOLQJVZHUHSUHIHUUHGE\PHQDFURVVRXU FRUSXV7DJJDQG$VSUH\ 7KHWZRPHQ
XVHWKUHHWHUPVZHFDWHJRULVHGDV VODQJVSOLII XVHGE\/2%VKLW DQGHQLW /2%7KH
WZRGLVFRXUVHPDUNHUVWKH\XVHHQLW DQGOLNHERWKXVHGE\/2%DUHLQIRUPDOVWLJPDWLVHG
DQGUHVSHOW HQLW LVDUHVSHOOLQJRILQQLWLWVHOIDFRQWUDFWLRQRIWKHWDJTXHVWLRQLVQ¶WLW7KHWZR
PHQXVH RQO\RQHJUHHWLQJ2LZKLFKLVDOVR LQIRUPDOHYHQLPSROLWHDQGQRVLJQRIIV7KH
ODFNRI VLJQRIIV DQG JUHHWLQJV VXJJHVWV WKHPHQDUH WUHDWLQJ WKHLU H[FKDQJHDV DQRQJRLQJ
FRQYHUVDWLRQ ,WRDQG2NDEH1RUGRWKH\XVHIXOOVWRSVZKLFKDFFRUGLQJWR*XQUDMHW
DO DUHRIWHQLQWHUSUHWHGE\\RXQJSHRSOHDVDEUXSWDQGDVVLJQDOOLQJWKHHQGRIDGLJLWDO
FRQYHUVDWLRQ7KH WZR\RXQJPHQDOVRHPSOR\PDUNHGRUQRQVWDQGDUGJUDPPDWLFDO IRUPV
ZKLFKDSSHDUHGWRLQGH[DYHU\FDVXDOVW\OH7KHVHLQFOXGHG
2PLVVLRQRI+$9( LQ³8JRW´ /2%
2PLVVLRQRI%( LQ³%URKHFRPLQJ´³+HJQD´ /2%DQG³,SD\LQJ´ /2%
,QYDULDQWSOXUDO³+RZPDQ\VSOLII´/2%
/2%¶V XVH RI UHSHWLWLRQ ± LQ WKH IRUP RI VWUXFWXUDO SDUDOOHOLVP ± DV D FRPPXQLFDWLYH
UHVRXUFH 7DQQHQ  IXUWKHU VHUYHV WR SRVLWLRQ WKH WZR DV HQJDJLQJ LQ SOD\IXO DQG
FRQYHUVDWLRQDOEDQWHU6WUXFWXUDOSDUDOOHOLVPLVHYLGHQWDFURVVWKHIROORZLQJWXUQV³+HJQDEH
ILQJHULQJKHU´DQG³8UJQDEHILQJHULQJPH´LQZKLFKWKHWUDQVIRUPDWLRQLQSURQRXQIURP+H
WR8LQIDFWVLJQDOVDFKDQJHLQPHDQLQJZKLOHLQWKHIRUPHU ILQJHULQJ KDVDPRUHOLWHUDOVHQVH
RIDPDQ WRXFKLQJDZRPDQ¶VERG\ WKH ODWWHUXVHUHIHUVPRUHPHWDSKRULFDOO\ WR WKHVHQGHU
EHLQJH[SHFWHGWRSD\WKHRWKHUREMHFWV³,SD\LQJIRUPHQX´7KHVWUXFWXUDOSDUDOOHOLVPWKXV
VHUYHVWROLQNWRJHWKHUWKHVHWZR DFWLRQVLQDPHDQLQJIXOZD\WRHPSKDVLVHWKDW/2%¶VUROH
RQWKHµFLQHPDGDWH¶LVSXUHO\DILQDQFLDORQH7KLVSRLQWLVFRORXUIXOO\PDGHE\/2%DVKH
H[SORLWVDQDIIRUGDQFHRIWKHPHGLXPZKHUHE\PHVVDJHVFDQEHVHQW LQFKXQNVDQGSUHVHQWHG
LQSDUDOOHO
ϮϮ
,Q IDFW ERWKPHQ FKXQN WKHLU WXUQV LQZD\VZKLFK KDYH WKH HIIHFW RI KHLJKWHQLQJ WKH
VSHHFKOLNHUK\WKPRIWKHLULQIRUPDOH[FKDQJH)RUH[DPSOH/2%GLYLGHVRQHXWWHUDQFH
LQWRIRXUFKXQNV2L+RZPDQ\VSOLII8JRW4XLFNDQG/2%LQWRWKUHH,SD\LQJIRU
PH Q X %XW XU FOHDQ VKLW  (QLW 'LJLWDO LQWHUDFWLRQV SHUIRUPHG WKURXJKZULWLQJ DUH QRW
V\QFKURQRXVLQWKHZD\WKDWVSHHFKLVEHFDXVHLQWHUORFXWRUVGRQRWKDYHDFFHVVWRHDFKRWKHU¶V
PHVVDJH SURGXFWLRQ XQWLO WKH VHQGHU KLWV µ6HQG¶ LQ WKLV VHQVH WKH\ DUH RQO\ µTXDVL
V\QFKURQRXV¶ *DUFLDDQG-DFREV+RZHYHUFKXQNLQJXWWHUDQFHVDVWKHVH\RXQJPHQGR
DOORZV WKHUHFHLYHU WRSURFHVV WKHPHVVDJH LQZD\VZKLFKPRUHFORVHO\UHVHPEOH UHDOWLPH
V\QFKURQRXV LQWHUDFWLRQ$OWKRXJK WKLV LVDZLGHO\XVHGSUDFWLFH UHSRUWHGHOVHZKHUH%DURQ
 LW VHHPV WREH H[SORLWHGKHUH IRUSDUWLFXODU HIIHFWV± WR DGG WR WKH FRQVWUXFWLRQRI D
FOLSSHGUK\WKPLFVW\OHDQGWKHIHHORIDVSRNHQFRQYHUVDWLRQDOORIZKLFKIHHGVLQWRWKHZD\
LQZKLFKWKH\SRVLWLRQWKHPVHOYHVDQGHDFKRWKHUWKURXJKWKHLUPRELOHPHVVDJLQJ
 3HUIRUPLQJIHPDOHQHVV
81,DQG81,VSRNHWRRXUWZRUHVHDUFKDVVLVWDQWV$OLFHDQG/HRQLHWRJHWKHU7KHWZR
IULHQGV ZHUH IHPDOH ERWK DJHG  DW WKH WLPH DQG LQ WKHLU ILUVW \HDU RI XQLYHUVLW\ LQ
%LUPLQJKDP81,LVIURPDVPDOOWRZQLQ6XUUH\8.6KHFODLPVWRVSHDNDQGZULWHERWK
(QJOLVKDQG)UHQFKZHOO$WWKHWLPHRIGDWDFROOHFWLRQVKHKDGD*RRJOH1H[XVSKRQHDQG
FODLPHGWRIUHTXHQWO\XVH606DQG)DFHERRN0HVVHQJHU81,LVIURP/HHGVDQGKDGDOVR
OLYHGLQ+DUURJDWH6KHFODLPVWRVSHDNDQGZULWH(QJOLVK)UHQFKDQG,WDOLDQZHOO6KHKDGDQ
$SSOHL3KRQH&DQGUHSRUWHGXVLQJ 606IUHTXHQWO\DQG:KDWV$SSDQG)DFHERRN0HVVHQJHU
OHVVIUHTXHQWO\
:HFROOHFWHGPHVVDJHVIURP81,DQGIURP81,PDNLQJDWRWDORIPHVVDJHV
ZRUGV$OOWKHPHVVDJHVZHFROOHFWHGZHUHVHQWWRWKHRWKHUDQGDUHLOOXVWUDWHGLQWKH
VFUHHQVQDSRI81,¶VSKRQHLQ)LJXUH81,¶VPHVVDJHVDSSHDULQEOXHRQWKHULJKW
)LJXUH )DFHERRN0HVVHQJHUFRQYHUVDWLRQEHWZHHQ81,DQG81,
Ϯϯ
,QWKHLUH[FKDQJHVWKHYRFDWLYHVXVHGDUHDOOHQGHDUPHQWV± FKLFN%DEHKRQ )LJXUHDQG
HOVHZKHUHORYHO\ ± YRFDWLYHIRUPVGHVFULEHGE\%LEHUHWDO DVLQGH[LQJ³WKHPRVW
IDPLOLDURULQWLPDWHUHODWLRQVKLS´6RWKH\OLNHO\KDYHFRQQRWDWLRQVRILQWLPDF\DQGDIIHFWLRQ
,QRXU DQDO\VLV WKHVH IRUPVZHUH FDWHJRULVHG DV LQYROYHG LQ WKDQNLQJ ³WKDQNV FKLFN´ DQG
³7KDQNVKRQ´DQGLQIRFXVLQJ³%DEHGLG\RXJHWP\PHVVDJHWKDW,KDYH\RXUNH\V"´DV
ZHOODVWKHPLWLJDWRU³'LG\RXJHWP\WH[WORYHO\"´,QFRQWUDVWWRWKH\RXQJPHQWKHQWKHVH
\RXQJZRPHQDUHPRUHRYHUWO\FRQFHUQHGZLWKPDQDJLQJWKHLUUHODWLRQVKLSDQGWKHLUVKDUHG
FRPPXQLFDWLRQUDWKHUWKDQLQDFWVRIVHOISUHVHQWDWLRQDQGSRVLWLRQLQJ
1RQHWKHOHVVWKHFKRLFHRIYRFDWLYHVDQGRWKHUOLQJXLVWLFUHVRXUFHVVXJJHVWWKDWWKHZRPHQ
DUH FKRRVLQJ WR SUHVHQW WKHPVHOYHV LQ SDUWLFXODU ZD\V DV WKH\ PDLQWDLQ WKHLU UHODWLRQVKLS
)LUVWO\DVHQGHDUPHQWVVXFKDVFKLFNEDEHKRQDQGORYHO\ SUREDEO\LQGH[SRVLWLYHDIIHFWWKH
IHPDOH WH[WHUVZH VKRZ KHUH DUH KDSS\ WR SHUIRUP LQWLPDF\ DQG DIIHFWLRQ WR WKHLU IULHQGV
,QWHUHVWLQJO\WKHVHYRFDWLYHVKDYHEHHQFULWLTXHGRQVRFLDOPHGLDDVRYHUO\IHPLQLQHDQGFXWH
)RU H[DPSOH WKH ZHOONQRZQ VRFLDO PHGLD VLWH IRU PRWKHUV 0XPVQHW KDV D ULYDOU\ ZLWK
SDUHQWLQJVLWH1HWPXPV7KHODWWHUKDYHDPLQLPDOVZHDULQJSROLF\DQGDWRXJKOLQHRQFRQWHQW
6RPHXVHUVRI0XPVQHW FKDUDFWHULVH1HWPXPVDV µ1HWKXQV¶7KH\ SRVLWLRQ1HWPXPVDV D
VWHUHRW\SLFDOO\IHPLQLQHWZRIDFHGDQGVDFFKDULQHZHEUHVRXUFHZKLFKLVIDOVHO\RYHUSRVLWLYH
Ϯϰ
WRRWKHUZRPHQZLWK VRPHSRVWHUVRYHUWO\ OLQNLQJ IHPLQLQHYRFDWLYH UHVRXUFHV OLNHKXQ WR
ORZHUHGXFDWLRQ
7KHOHVVHUVSRWWHGQHWKXQFDQEHLGHQWLILHGWKURXJKWKHXVHRI
'UHDGIXOVSHOOLQJJUDPPDUFDSLWDOLVDWLRQ
7KHZRUGV
ORO

KXQ
RU
KXJ]

7H[WVSHDN
-HUHP\N\OHW\SHFRQXQGUXPVSRVWHG>«@

+DSS\0XPP\+DSS\SDUHQWLQJ
WRMXVWLI\SDUHQWLQJFKRLFHV
7KHLQWHUSUHWDWLRQWKDWRXUWZRSDUWLFLSDQWVDUHSHUIRUPLQJDNLQGRIIHPLQLQLW\WKURXJKWKHLU
PHVVDJHVLVUHLQIRUFHGE\WKHRWKHUUHVRXUFHVRQZKLFKWKHIHPDOHWH[WHUVGUDZDQGZKLFKZRUN
ZLWKWKHYRFDWLYHVWRFUHDWHDSDUWLFXODUFRPPXQLFDWLYHHIIHFW,Q)LJXUHWKHLQWHUORFXWRUV
DGGWZR RUWKUHH[¶VWRIRXURIWKHVL[PHVVDJHVDQGVPLOLQJRUJULQQLQJIDFHHPRMLWRWKUHH
81,XVHVWKHGLVFRXUVHPDUNHUDQGLQWHUMHFWLRQ³$Z\H\´DQGWKHLUH[FKDQJHVKRZVKRZ
ERWKDUHFDUHIXOWRDFNQRZOHGJHHDFKRWKHU¶VPHVVDJHV³1RSUREOHP´³,GLGWKDQN\RXVR
PXFK´,QRXUZLGHUDQDO\VLVRIWKHFRUSXVZHIRXQGWKDWERWKNLVVHVDQGHPRMLZHUHPRUH
ZLGHO\XVHGE\ZRPHQWKDQE\PHQVXJJHVWLQJDJHQGHUHGXVHRIWKHVHUHVRXUFHVPHQDGGHG
NLVVHVWRWKHLUPHVVDJHVWLPHVDQGZRPHQDQGPHQXVHGHPRMLVZKLOHZRPHQXVHG
DVXEVWDQWLDOGLIIHUHQFHHYHQ WDNLQJ LQWRDFFRXQW WKHIDFW WKDWZRPHQVXEPLWWHGDURXQG
WZLFHDVPDQ\PHVVDJHVDVPHQ,QDGLJLWDOPHGLXPVXFKDVWKLVLQWHUORFXWRUVFDQQRWUHO\RQ
SK\VLFDOFXHVVXFKDVJHVWXUHFORWKHVDQGDFWLRQVZLWKZKLFKWRLGHQWLI\WKHPVHOYHVEXWPXVW
UHO\ RQ WH[WXDO FXHV ,Q WKLV FDVH WKHVH FRPH WRJHWKHU WR VXJJHVW D VKDUHG LGHQWLW\ ZKLFK
HPSKDVLVHVIHPDOHQHVV$OWKRXJKZHGRQRWVXJJHVWWKURXJKWKHVHFDVHVVWXGLHVWKDWDOOWH[WHUV
ZDQWWRRUZLOOEHKDYHLQWKHVDPHZD\RUGHSOR\WKHVDPHYRFDWLYHUHVRXUFHVWKHUHDUHFOHDUO\
SDUDOOHOVEHWZHHQWKHZD\LQZKLFKWKH\RXQJPDOHWH[WHUVLQWKHSUHYLRXVH[DPSOHLQGH[HG
DIIHFWLRQIRUHDFKRWKHUDQGWKHZD\LQZKLFKWKHIHPDOHVLQWKLVH[DPSOHGRWKHVDPH7KH
YRFDWLYHUHVRXUFHVWKH\GUDZRQGLIIHUEXWWKHZRUNLVWKHVDPH
Ϯ µ]LPP¶ ³$P ,EHLQJXQUHDVRQDEOH WR WKLQN WKH1HWKXQV DUHEDFN"´ WK 1RYHPEHU
0XPVQHW >2QOLQH@
$YDLODEOH DW KWWSVZZZPXPVQHWFRP7DONDPBLBEHLQJBXQUHDVRQDEOHD7R
WKLQNWKHQHWKXQVDUHEDFN$FFHVVHGRQWK$SULO
Ϯϱ
 'LVFXVVLRQDQGFRQFOXVLRQ
2XUVWXG\FRQWULEXWHVWRWKHHPHUJLQJILHOGRILQWHUQHWSUDJPDWLFVE\LQYHVWLJDWLQJWKHLPSDFW
RIFRQWH[WRQYRFDWLYHXVHWKURXJKDQDO\VLVRIDFRUSXVRIPRELOHPHVVDJHV$OWKRXJKSULYDWH
RQHWRRQHGLJLWDOFRPPXQLFDWLRQZRXOGQRWVHHPWRUHTXLUHYRFDWLYHV IRUVXPPRQLQJRUWXUQ
WDNLQJLWZRXOGVHHPOLNHO\± GXHWRWKHLQWLPDWHQDWXUHRIPRELOHPHVVDJLQJDQGWKHUHOLDQFH
RQWH[WEDVHGFXHV± WKDWWH[WHUVPD\GUDZRQYRFDWLYHVIRUFDUU\LQJRXWUHODWLRQDOZRUN2XU
DQDO\VLV UHYHDOHG D VLPLODU UDQJH RI YRFDWLYH IRUPV WR WKRVH LGHQWLILHG LQ VSHHFK DQG WKDW
YRFDWLYHVZHUHXVHGWRFDUU\RXWPDQ\RIWKHLQWHUSHUVRQDOIXQFWLRQVDVVRFLDWHGZLWKPRELOH
PHVVDJLQJ VXFK DV JUHHWLQJ DQG WKDQNLQJ DV ZHOO DV EDGLQDJH:H DOVR LGHQWLILHG DPRUH
XQH[SHFWHGIXQFWLRQWKDWRI IRFXVLQJZKHUHE\WKHUHFHLYHU¶VDWWHQWLRQZDVGUDZQWRZDUGVWKH
PHVVDJHDQGWKHGHPDQGIRUDSURPSWUHSO\ZDVPLWLJDWHG,QERWKWKLVDQGWKHXVHRIYRFDWLYHV
ZLWKJUHHWLQJVDQGVDOXWDWLRQV LW LV LQWHUHVWLQJWRQRWHWKDW WH[WHUVDUHGUDZLQJRQUHVRXUFHV
DVVRFLDWHGZLWKRWKHUPRGHV± LQIRUPDOFRQYHUVDWLRQDQGLQWKHFDVHRIVDOXWDWLRQVOLNH'HDU
)ZULWWHQOHWWHUV± GHVSLWH WKHLUDSSDUHQWUHGXQGDQF\LQWKLVGLJLWDOPRGH7KLV WUDQVIHURI
UHVRXUFHVFDQDOVREHVHHQLQWKHXVHRIVSRNHQGLVFRXUVHPDUNHUVVXFKDV$Z IRUH[DPSOH
)LJXUH0HDQZKLOH WKH IDFW WKDWSHRSOH IHHOREOLJHG WRPLWLJDWH WKHLUPHVVDJHV LQVRPH
FLUFXPVWDQFHV KLJKOLJKWV WKHLU FRQFHUQ QRW WR LPSRVH RQ LQWHUORFXWRUV RU WR EH VHHQ WR EH
GHPDQGLQJLPPHGLDWHUHSOLHV7KXVZHFDQFRQFOXGH ± DOEHLWRQOLPLWHGGDWD± WKDWYRFDWLYHV
PD\EHXVHGLQWKHQHJRWLDWLRQRIFRPPXQLFDWLYHH[SHFWDWLRQVDURXQGPRELOHPHVVDJLQJ
2XUVWXG\DOVRIRFXVHGRQWKHUROHWKDWYRFDWLYHVSOD\LQLGHQWLW\SRVLWLRQLQJ,QWH[WEDVHG
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